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The Fund’s Gold Statemen Prrn tii 


The Executive Board of the International Monetary 
Fund published the following statement on September 28: 

“In June 1947, the Fund issued a statement recom- 
mending to its members that they take effective action 
to prevent external transactions in gold at premium 
prices, because such transactions tend to undermine ex- 
change stability and to impair monetary reserves. From 
time to time the Fund has reviewed its recommendations 
and the effectiveness of the action taken by its members. 

“Despite the improvement in the payments positions 
of many members, sound gold and exchange policy of 
members continues to require that, to the maximum 
extent practicable, gold should be held in official reserves 
rather than go into private hoards. It is only as gold is 
held in official reserves that it can be used by the monetary 
authorities to maintain exchange rates and meet balance 
of payments needs. 

“However, the Fund’s continous study of the situation 
in gold producing and consuming countries shows that 
their positions vary so widely as to make it impracticable 
to expect all members to take uniform measures in order 
to achieve the objectives of the premium gold statement. 
Accordingly, while the Fund reaffirms its belief in the 
economic principles involved and urges the members to 
support them, the Fund leaves to its members the practi- 
cal operating decisions involved in their implementation, 
subject to the provisions of Article IV, Section 2 and 
other relevant articles of the Articles of Agreement of 
the International Monetary Fund. 

“The Fund will continue to collect full information 
about gold transactions, will watch carefully develop- 
ments in this field, and will be prepared in consultation 
with members to consider problems relating to exchange 
stability and any other problems which may arise.” 

In communicating this statement to the press, Mr. 
Rooth, the Managing Director, recalled the background 
of the original statement on premium gold transactions. 
In June 1947, the initial par values of Fund members 
had only been recently agreed and were not yet tested 
under postwar conditions. Total dollar receipts from 
exports to the United States were running at a rate of 
about $5.5 billion a year. Monetary reserves outside the 
United States were declining rapidly. The payments 
difficulties that led to the Marshall plan were already 
visible. In these circumstances the Fund’s statement 
helped to focus the attention of members on the dangers 
of an unrestricted flow of gold into hoards and was 
useful in limiting the supply of gold to premium markets. 
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As world economic conditions improved in late 1949 
and 1950, the flow of gold into hoards tended in fact 
to subside. Since the outbreak of the Korean war, how- 
ever, it has again become larger. 

Mr. Rooth pointed out that, in studying premium sales 
of gold and the drain on reserves caused by the absorp- 
tion of gold into private hoards, the Fund has found that, 
to reduce materially the volume of gold transactions at 
premium prices, many members would have to institute 
much more rigorous controls than they now have. More- 
over, the positions of different countries vary so widely 
that it would be impracticable to expect all members to 
take uniform measures to make the 1947 gold statement 
effective. The new statement, therefore, affirms the Fund’s 
belief that to the maximum extent practicable gold should 
be held in official reserves rather than go into private 
hoards. The Fund urges its members to support this 
view. It is left to members, however, to decide the 
practical operating measures that they will take. Each 
member will be the judge of just how and to what extent 
it will implement this statement. 

With the new statement, members are not bound to 
any particular procedure for handling their external 
transactions in gold. They are not limited to the sale 
of any specific amount of gold or to any particular pro- 
portion of their newly-mined production. Probably gold 
will now be sold by some countries that did not engage 
in such operations before. Other countries may continue 
to sell the same amounts that they did before. And some 
countries may even reduce the amounts they had previous- 
ly been selling. 

Mr. Rooth concluded with two observations on the 
Fund’s experience with the gold statement of 1947: First, 
controls as such can have only a limited effect unless they 
are reinforced by appropriate economic policies. In a 
period of acute difficulty, the imposition of strong con- 
trols to prevent premium gold transactions can be justi- 
fied. But as time goes on and means of evasion and avoid- 
ance are devised, the controls gradually lose their effec- 
tiveness. When this happens, the controls cannot be made 
to work by asking countries to impose more and more 
onerous restrictions. 

Second, the only dependable way for getting rid of 
premium gold markets and private hoarding of gold is to 
create the economic conditions under which the private 
demand for gold will become negligible. In some coun- 
tries, where gold is hoarded as a matter of tradition, the 
development of strong banks and sound financial institu- 
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tions will encourage people to hold more of their savings 
in banks or securities or invest them in productive enter- 
prises. In every country, the best way to reduce the 
demand for gold for private hoards is to follow budget 
and credit policies that will give people confidence in their 
currency. Nobody can have a good reason for hoarding 
gold or paying a premium for gold in a country in which 
the currency will remain stable in internal and external 
value. 

The U.S. Treasury announced on September 28 that 
it concurred in the Fund’s statement, which accords with 
its own policy, and that it plans to continue in effect its 
existing gold practices and procedures. 

At a press conference in London after the Fund’s An- 
nual Meeting, Mr. Gaitskell, the Chancellor of the Ex- 
chequer, stated that the British Government supported 
the view that gold producing countries should sell their 
gold exclusively to central banks and, therefore, at the 
respective parities of their currencies; but he implied that 
if there were any deviations from this rule they should 
be allowed on a non-discriminatory basis. 

Sources: International Monetary Fund, Press Release No. 
170, Washington, D. C., September 28, 1951; 
U.S. Treasury Department, Press Release, 
Washington, D. C., September 28, 1951; The 
Economist, London, England, September 29, 
1951. 


International Copper and Zinc Allocations 

The Copper-Zinc-Lead Committee of the International 
Materials Conference has announced that its member 
governments have accepted its proposals for the alloca- 
tion of copper and zinc for the fourth quarter of 1951. 
The two plans, which deal only with the distribution 
of primary materials, have been forwarded to all inter- 
ested governments for immediate implementation. 

The stated requirements of copper and zinc in the 
fourth quarter of 1951 are estimated to exceed refinery 
or smelter production by approximately 100,000 metric 
tons of each metal. The allocations for each participat- 
ing country are in the form of a “total entitlement for 
consumption,” i.e., the amount of primary metal which 
may be processed or consumed by the country concerned 
from either domestic production or imports. They do 
not specify the sources from which a country’s metal 
shall be obtained, so that participating countries are free 
to purchase from any source or sell to any destination 
within their allocation. In calculating the allocations, 
requirements for direct defense have been given priority, 
with some provision for requirements for strategic stock- 
piling. The remainder has been allocated for essential 
civilian consumption. 

The Chilean Government has accepted the Committee’s 
recommendations with respect to 80 per cent of the copper 
production of its large mines, but reserves the right to 
dispose of the remaining 20 per cent and the production 
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of its small and medium mines without reference to the 

allocation scheme. It has, however, also stated that, 

wherever possible, it will give careful consideration to 

the Committee’s recommendations. 

Source: International Materials Conference, Press Re- 
lease No. 45, Washington, D. C., September 28, 
1951. 


Europe 


EPU Operations in July and August 


The trends in EPU operations that appeared last [ 


spring became more pronounced during July and August. 

The United Kingdom probably presents the most out- 
standing case of a reversal of the tendencies of the first 
part of the year. Since June, monthly deficits have been 
recorded, and by August the net cumulative surplus had 
shrunk to 299 million units, from 686 million units in 
April. After deduction of the initial debit balance of 
150 million units charged to the United Kingdom and 
of some use of existing resources, the U.K. net credit 
with the Union was only 63 million units at the end of 
August. Since this credit is well below the first 20 per 
cent tranche of the British quota, the United Kingdom 
had to return to EPU all of the 106 million units in gold 
received until May. 

France also had steadily reported monthly surpluses 
in the initial stage of EPU operations. Since April, 
however, she has reported deficits, and in July and Aug- 
ust her credit surplus with the Union fell sharply. By 
the end of August, her cumulative net surplus was 139 
million units, or only one half the surplus reported last 
March. Most of the gold received from EPU had to be 
returned, leaving only 17 million units worth of gold to 
France from her EPU operations. 

Germany and the Netherlands, at one time the two 
major problem countries for EPU, have recently shown 
considerable improvement. Both countries reported sur- 
pluses for August. The German deficit is returning 
to a manageable size; in August it was only about one 
third the total quota alloted. For the Netherlands, how- 
ever, the net cumulative deficit outstanding was still about 
three fourths of the quota. 

Belgium is now the major problem country. Her net 
cumulative surplus in August was 355 million units, thus 
exceeding the full amount of the Belgian quota (331 mil- 
lion units). A temporary arrangement with EPU pro- 
vides that 50 per cent of the surplus in excess of the 
quota will be paid in gold and 50 per cent will be met 
by credits. This arrangement applies to any surplus in 
excess of the quota up to 40 million units; no decision 
has been reached concerning larger surpluses, but the 
problem is under consideration. 

Italy is beginning to present the same kind of problem, 
though not so great, as Belgium. Until last March, Italy 
had accumulated an 83-million-unit deficit with EPU, 
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or about 40 per cent of her quota. No gold payments 
were involved, since Italy could draw on her existing 
sterling resources to keep her deficit with the Union with- 
in the first 20 per cent limit. Since then, however, her 
position has reversed sharply, and monthly surpluses 
have been recorded. By June a balanced position had 
been reached with EPU (minus the resources already 
used), and by the end of August she had reached a 
75-million-unit surplus with the Union, of which 38 mil- 
lion was paid to her in gold. 
Source: Agence Economique et Financiére, Paris, France, 
September 17, 1951. 


European Steel Production 
Crude steel output in the first half of 1951 of European 

countries for which figures are available was 59,682,000 

metric tons, or-about 10 per cent greater than in the first 

half of 1950. The production rate was some 25 per cent 

higher in Belgium, Luxembourg, the Saar, and Italy. 

Production in France increased by 13 per cent and in 

Western Germany by 6 per cent, but U.K. output was 

practically unchanged. 

Source: European Office of the United Nations, Press 
Release, Geneva, Switzerland, September 24, 
1951. 


U.K. Terms of Trade 


In the first eight months of this year, the monthly 
average value of U.K. imports was 49 per cent higher 
than the 1950 monthly average, although the volume of 


imports was only some 15 per cent higher. In August 
the import price index fell by 4 points, but Britain’s 
import bill soared to a new high of more than £368 
million. Exports amounted to £226 million—the increase 
of some £4 million over the preceding month being 
accounted for by a rise of 2 points in the export price 
index. The terms of trade have moved further in Brit- 
ain’s favor, being 111 (1950 = 100) in August; in June 
the index was 119. 
Sources: The Economist, September 29, 1951, and Rec- 
ords and Statistics, Supplement to The Econo- 
mist, September 29, 1951, London, England. 


French Gold Prices and Illegal Foreign Exchange Rates 
In the week starting September 24, gold prices and 
unofficial rates for foreign currencies in the Paris mar- 
kets increased sharply, the increases averaging more than 
5 per cent. Gold bars at the beginning of October were 
selling at a price close to US$44 per ounce. The dollar 
rate, which had been around 385 French francs for sev- 
eral months, rose to 410 francs. On October 2, gold 
and dollar prices fell by 4 per cent, the dollar being 
quoted on unofficial markets at 398 francs. 
Sources: The Financial Times, London, England, Sep- 
tember 27, 1951; Le Monde, Paris, France, 
October 2 and 3, 1951. 


Impact of Wage Increases on French Budget 

On September 26, the salaries of French Government 
employees were raised by 12 per cent. At the same time, 
the Government readjusted by 20 per cent (from 115,000 
francs to 138,000 francs) the theoretical basic salary 
used to calculate gradings. Since salaries for the lowest 
grades were generally above the theoretical minimum, 
the actual increase for those grades averages slightly 
more than 12 per cent; in contrast, the increase for the 
highest grades may reach almost 20 per cent. This re- 
adjustment, which widens the differentials between high 
and low grades, has been taken in reaction against the 
previous tendency to narrow these differentials. The 
annual cost of the increase in government salaries is 
estimated at 135 billion francs. For the fiscal year 
ending December 31, 1951, it should reach around 40 
billion francs. No ‘revision has yet been made of the 
budgetary estimate for the year or of the method of 
financing the deficit. 


Source: Agence Economique et Financiére, Paris, France, 
September 27, 1951. 

Norwegian-Russian Trade 

A barter agreement to exchange 6,500 tons of Nor- 

wegian salted herring for Russian rye has been signed 

by Norway and the U.S.S.R. The herring will be shipped 

this fall, while the rye will be delivered at a time chosen 

by the Norwegian grain monopoly. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, September 27, 1951. 


Economic Conditions in Western Germany 

The latest report of the German Federal Economic 
Ministry, dealing with the country’s economic position in 
July, contains considerable evidence that the so-called 
“Korea boom” is about over. The market position of 
German industry reveals the unsatisfied demand in the 
basic industries, coupled with a partial equalization of 
supply and demand in investment goods industries, and 
marketing difficulties in the consumer goods industries. 

Retail trade turnover in July dropped below that in 
June, and in many branches the turnover was less than 
in prewar years. The recession was due not only to a 
saturation of the market but also to bottlenecks in coal 
and steel production which have particularly affected 
investment goods industries. In general, the drop in the 
backlog of orders in the consumer goods industries and 
in the turnover of wholesale and retail trade (the latter 
fell 30-40 per cent below the March level) indicates that 
this trend will soon be extended to investment goods and 
basic industries, even though their backlog of orders at 
present is quite considerable. 

Prices of foreign and domestic raw materials in July 
differed little from those of previous months. By con- 
trast, prices of certain industrial materials and foodstuffs 
showed considerable changes, both upward and down- 
ward, and no uniform trend was discernible. 
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Despite symptoms of recession, the Federal Economic 
Minister believes there is no reason for pessimism. He 
stated recently that the German balance of payments now 
presents a picture which even the boldest optimist would 
not have believed possible a short time ago; if consumers 
have shown some reluctance to buy in the last few months, 
this signifies, he believes, the beginning of a healthy 
trend. Germany’s present economic structure shows, 
according to the Neue Ziircher Zeitung, a lack of balance 
whose continuance would be rather serious. A gradual 
adjustment of production, market, and price relationships 
is essential in the basic, investment, and consumer goods 
industries. In the absence of such adjustments, recurring 
crises will inevitably occur (as is now the case with coal 
and steel), and will continue to threaten the stability of 
the economy. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
September 15, 1951. 


Middle East 
Islamic Trade and Economic Conferences 


Economic and trade conferences between the Islamic 
countries of the Middle East, which began in Damascus 
during the last week of September, will continue during 
the early part of October. Their purpose is to reduce 
trade barriers and increase the movement of goods be- 
tween members, and to draw up plans for closer coordi- 
nation of national economic policies. 

Source: The Iraq Times, Baghdad, Iraq, August 18, 
1951. 


Oil Policy and Foreign Investment in Egypt 

A bill to reduce by one third Government royalties on 
oil produced by companies operating in the Western 
Desert of Egypt has been drawn up at the Ministry of 
Commerce and Industry. The bill is part of the Govern- 
ment’s petroleum policy, which aims at increasing pro- 
ducing centres so that the country may provide all its 
domestic requirements. This would mean more employ- 
ment and the expenditure of less hard currency than is 
being expended at present when domestic production 
is short. 


Source: The Egyptian Gazette (Weekly Air Mail Edi- 
tion), Cairo, Egypt, September 24, 1951. 


New Development Program in Anglo-Egyptian Sudan 
The new development program in the Anglo-Egyptian 
Sudan, to be carried out in the five years 1951-56, entails 
a total expenditure of LE24 million. It will be financed 
from revenue without recourse to borrowing. Already, 
LE11.5 million is available from the 1950-51 surplus; 
another LE6 million is provided for from the revenue in 
1951-52; and an additional LE3 million is likely to be 
available owing to underestimation of the yield of the 
1951 Gezira cotton crop. The remaining LE3.5 million 
will be taken from ordinary revenue during the following 
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four years. The distribution of the total sum of LE24 
million on the different projects will be as follows: pri- 
mary production and communications, LE10.5 million; 
major social services (education and health) LE4.0 mil- 
lion; public utilities (electricity and piped water supplies) 
LE1.5 million; minor social services and administration, 
LE2.0 million; loans to local governments for develop- 
ment purposes, LE1.8 million; and allocated reserves, 
LE4.2 million. The reserves are considered necessary 
for meeting further increases in costs which are expected 
over the five years of the program and for allowing some 
flexibility in the program. 

Source: Economic Bulletin of the National Bank of 

Egypt, Vol. IV, No. 2, 1951, Cairo, Egypt. 


Sale of Dollar Securities in Israel 

The lack of adequate foreign exchange for necessary 
imports of consumer and capital goods has led the Gov- 
ernment of Israel to declare its intention of selling the 
dollar securities which Israeli citizens had to surrender 
early this year. The total value of the surrendered U. S. 
and Canadian securities is US$7 million. 
Source: Middle East Economist and Financial Service, 

Forest Hills, N. Y., September 1951. 


Development Program in Jordan 

A plan of the Jordan Government to strengthen its 
economy calls for a British company, “Sir Montagu Don- 
ald and Barnes,” to prepare immediately technical details 
for a large hydro-electric project in the Valley of the 
Jordan. The project would provide for the settlement 
of 90,000 natives or refugees. The level of Lake Tiberias 
would be raised five metres, thus creating a water reser- 
voir sufficient for a 16-year supply. The entire project 
would be completed in four years, with six to seven 
thousand workers employed continuously. 


Source: Far Eastern-Middle Eastern Letter, New York, 
N. Y., August 20, 1951. 


Expansion of Cotton Cultivation in Syria 

Cotton cultivation in the Euphrates Valley is slowly 
but steadily modifying Syria’s economy, with many 
farmers reducing other crops in favor of cotton’s larger 
profits. In 1950, some 175,000 acres were planted to 
cotton, compared with 40,000 acres immediately after 
World War II. Competent authorities expect the area 
to increase to 400,000 acres during the current year; 
they have predicted a crop of one million bales in 1951. 
Source: Middle East Economist and Financial Service, 

Forest Hills, N. Y., September 1951. 


Oil Royalties to Lebanon 

The Pipeline Concession Agreement between the Trans- 
Arabian Pipeline Company and the Government of Leb- 
anon, according to which Pipeline paid an annual royalty 
of US$0.87 million, has been amended. The Lebanese 
desired oil instead of a cash payment, and Pipeline has 
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agreed to an annual delivery of 200,000 tons of crude 
oil as royalty. 

Source: Middle East Economist and Financial Service, 
Forest Hills, N. Y., September 1951. 


Industrial Loans in Iraq 

The Industrial Bank of Iraq in 1950 advanced loans 
of 1D200,235 (ID1 = US$2.80). Total credits extended 
by the Bank since its establishment amount to 1D800,000. 
Further extensions in credit are limited by the capital of 
the Bank, which is ID1 million. 
Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 

tember 22, 1951. 


Pakistan’s Jute Stabilization Program 

The President of the Pakistan Jute Federation has 
made suggestions for stabilizing the jute industry in East 
Pakistan. He proposes that world consuming capacity 
for jute be estimated and that production be regulated 
accordingly. Multi-purpose cooperative societies should 
be organized on an area basis, and not used simply for 
jute sales. These cooperatives would make advances to 
jute growers. Stockpiling in times of low demand should 
be facilitated by the improvement in scientific and mod- 
ern storing facilities. Exports of jute to India should 
be under strict control, through export licenses and the 
recording of each transaction with the Exchange Con- 
troller. Minimum prices of jute should be fixed. The 
location of jute mills should be under strict government 
control so as to avoid concentration at any one place. 
Special banking facilities should be provided for the 
industry. 
Source: The Sind Observer, Karachi, Pakistan, August 

20, 1951. 


Far East 


Ceylon’s Rubber Production 
Ceylon’s rubber production in 1950 is estimated at 

the new high figure of 113,500 tons, surpassing by 8,000 

tons the previous record established in 1943. The high 

1950 output was the result of world stockpiling and 

favorable tapping weather conditions. The total acre- 

age of rubber at the end of 1950 was 655,225 acres; 

61.4 per cent was owned by Ceylonese, 36 per cent by 

Europeans, and 2.6 per cent by other nationals. 

Source: Government of Ceylon Information Department, 
Ceylon News Letter, Colombo, Ceylon, Septem- 
ber 21, 1951. 


Ceylon’s Tea 

Total plantings of tea in Ceylon were 561,031 acres 
in March, compared with 555,576 acres in March 1949, 
Of this year’s acreage, 490,060 acres consisted of estates, 
while small holdings totaled 64,971 acres. The number 
of estates as of March 1951 was 2,447 and the number 
of small holdings, 78,841. 
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Source: Ceylon Government Information Department, 
Ceylon News Letter, Colombo, Ceylon, Septem- 
ber 14, 1951. 


Burma-Japan Trade Agreement 

A new trade plan covering the calendar year 195] and 
signed August 7 by Japan and the Union of Burma pro- 
vides for total trade during the year of approximately 
US$56 million, equally balanced in each direction at $28 
million. All Japanese trade with Burma, which is a 
member of the sterling area, is conducted in accordance 
with the sterling over-all payments arrangement. 

Japan’s principal imports from Burma will be rice, 
feedstuffs, raw cotton, cottonseed, tung oil, stick-lac, teak, 
crude rubber, cattle hides, and minerals. Japan’s exports 
to Burma will include textiles, building materials, cement, 
small-scale cottage industry equipment, other machinery, 
rubber manufactures, enamelware, pottery, and porcelain. 
Japan is prepared to make substantial contributions to 
the development of cottage industries in Burma by sup- 
plying technical assistance and necessary equipment. 
Source: Department of Commerce, Foreign Commerce 

Weekly, Washington, D. C., September 3, 1951. 
Thailand Government Exports 

The Government Purchasing Bureau will in the near 
future become a major exporter of Thailand’s rubber. 
A reliable source has reported that the Thailand Govern- 
ment will allocate 200 million baht to be used by the 
Bureau as a revolving fund to operate the rubber export 
business. 

It is also reported that meetings have been held at 
the Ministry of Commerce to draft plans for the Govern- 
ment to carry on trade in rubber, tin ore, and timber. 
These three commodities are important sources of reve- 
nue—as important as rice. Thailand’s rice trade with 
foreign countries now is virtually a government monopoly 
conducted by the Government Rice Bureau. 

Sources: Far East Trader, New York, N. Y., August 29 
and September 19, 1951. 
Rice Situation in Thailand 

Rough rice production in ThaiJand in 1950-51 is esti- 
mated at 6.6 million short tons (13,267 million pounds), 
compared with 7.4 million tons (14,735 million pounds) 
in 1949-50 and the prewar average (1935-36 to 1939-40) 
of 4.8 million tons (9,568 million pounds). Important 
gains have been made since World War II, especially in 
1949 when Thailand held first place as a world exporter 
of rice. 

The acreage in 1950-51 was higher than before the 
war, but the yield per acre did not reach the 1935-40 
average of 1,350 pounds. The decline in yield may have 
been due to the fact that farmers, faced with the shortage 
of labor and expanding acreage, may have found it expe- 
dient to practice less intensive methods of culture. 
Source: Department of Agriculture, Foreign Agriculture 
Circular, Washington, D. C., September 20, 1951. 
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Indo-Chinese Rice Exports 
Indo-Chinese rice exports have been rising during the 
current year; the exports from the port of Saigon alone 
amounted to about 126,000 short tons during the four 
months from January to April. This was only slightly 
less than the total amount (133,000 tons) shipped from 
the two ports, Saigon and Phnom Penh, during the whole 
year 1950. Total exports in 1951 may be about 300,000 
tons, provided the military situation remains unchanged. 
An additional amount, estimated at between 350,000 tons 
and 700,000 tons, may be available for export from stocks 
in the Transbassac area (now in the hands of Viet-Minh 
forces) if the blockade from that area can be lifted. The 
increased exports have been made possible by excellent 
crops in North Vietnam, which is usually a deficit area 
to which large shipments from the surplus areas have 
béen necessary. - 
Source: Department of Agriculture, Foreign Agriculture 
Circular, Washington, D. C., September 19, 1951. 


Hong-Kong Trade with Japan 

From the end of the war until the conclusion of the 
new payments agreement between Britain and Japan (see 
this News Survey, Vol. IV, p. 78), trade between Hong 
Kong and Japan was subject to arrangements made 
directly between the two countries. The method of fi- 
nancing was a two-way account which was settled only 
at long intervals. This system worked fairly well, and 
some merchants are apprehensive about the consequences 
of the new agreement. Hong Kong will now be treated 
as a sterling area country so that her trade will form part 
of the balance of the whole sterling area with Japan. 
Thus the favorable balance which Hong Kong had under 
the old arrangement will, in effect, be at the disposal of 
the rest of the sterling area. The new system may mean 
that decisions formerly made on the spot must be made 
in London, and thus delay trade. American dealings on 
the free exchange r market may also be encouraged by the 
change, if it becomes cheaper to buy Japanese goods 
through Hong Kong. 
Source: Manchester Guardian, Manchester, England, 

September 7, 1951. 


China-Japan Trade 

The Japanese Government has announced that Japanese 
traders will be allowed, upon application, to sell their 
goods to Communist China as collateral for authorized 
imports from that country. The imports include 38,500 
tons of coal and 3,500 tons of salt. The new regulations 
were based on a recent Allied order decontrolling exports 
to China of cotton, rayon and staple fibre, and yarns, 
with the exception of cotton tire cord, parachute and 
balloon materials, viscose rayon tire cord, and cotton sail 
cloth. 


Source: The Journal of Commerce, New York, N. Y., 
September 24, 1951. 


INTERNATIONAL FINANCIAL News Survey, October 5, 1951 


Indonesian Rubber Export Duty Reduced 

Indonesia has reduced the export duty on rubber for 
the last quarter of 1951, from 0.645 rupiah per kilogram 
to 0.409 rupiah. 


Source: Information Office of the Republic of Indonesia, 


Report on Indonesia, New York, N. Y., Septem- 
ber 16, 1951. 


Remittance of Philippine Profits 

The Central Bank of the Philippines has approved the 
remittance of the fourth installment of 10 per cent of 
1949 profits—which are computed at US$17,200,000—to 
nonresident stockholders and investors abroad. Thus 
total remittances abroad on 1949 profits amount to 
US$6,880,000, since the three installments previously 
approved were some US$5,160,000. 

Remittances on 1950 and -1951 profits and* earnings 
have been permitted regularly by the Central Bank under 
a different arrangement. The transfer of profits, divi- 


dends, and earnings is allowed out of net profits from 
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operations in 1950 in an amount equivalent to 10 per cent 
of profits or 10 per cent of capital stock outstanding as 
of December 31, 1949, whichever is the higher, plus 30 
per cent of the foreign participation in the depreciated 
fixed assets as of December 31, 1949 or 30 per cent of the 
foreign participation in the capital stock outstanding as 
of December 31, 1949, whichever is the higher. In no 
case, however, will the total amount remitted be allowed 
to exceed the net profits realized during the year for 
which the profits are being transferred The 1950 policy 
also applies to current earnings for the first six months 
of 1951. 

Source: Far East Trader, New York, N. Y., September 

19, 1951. 


United States 


Easing of U.S. Aid Restrictions 
The U.S. National Security Council has exempted the 
Western European members of the North Atlantic Treaty 
Organization from the Congressional ban against U.S. 
aid to countries exporting strategic materials to Soviet 
bloc countries. 
Source: The Journal of Commerce, New York, N. Y., 
September 25, 1951. 


Export-Import Bank Lending Authority 

The U.S. Congress has transmitted to the President a 
bill increasing the lending authority of the Export-Im- 
port Bank of Washington, from $3.5 billion to $4.5 bil- 
lion. The bill also extends the life of the Bank from June 
1953 to June 1958. The Bank has said the new lending 
authority was needed to help finance the production of 
strategic metals abroad. 
Source: The Journal of Commerce, New York, N. Y., 

September 26, 1951. 


Latin America 

Guatemalan Wage Increases 

Agricultural workers’ wages in Guatemala have been 
raised from 45 cents to 80 cents per day on most of the 
government-owned plantations, and it is expected that an 
increase will soon be granted to workers on the remain- 
ing government plantations. Because of labor union 
demands, it is believed that the new wage rate will have 
to be accepted by private employers as standard through- 
out the country. 
Source: The Journal of Commerce, New York, N. Y., 

September 27, 1951. 


Venezuelan Exchange Reserves 

The net international reserves of the Central Bank of 
Venezuela had fallen to 982,770,000 bolivares (about 
US$293 million) on August 31, compared with 
1,147,783,000 bolivares (about US$343 million) a year 
earlier. Total gold holdings were 1,140,830,000 bolivares 
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(over US$340 million), of which nearly 80 per cent was 
held in Venezuela, and sight deposits abroad amounted 
to 1,790,000 bolivares (US$534,000). Thus gross re- 
serves were 1,142,620,000 bolivares (about US$341 mil- 
lion), but this total was partly offset by obligations to 
foreign correspondents amounting to 159,850,000 boli- 
vares (approximately US$47.7 million). 


Source: El Nacional, Caracas, Venezuela, September 
19, 1951. 


New Oil Pipe Line in Venezuela 

Construction of a pipe line from Maracaibo to Para- 
guana in Venezuela will soon begin. The work will be 
done by Gahagan Overseas Construction, a U.S. firm 
which is presently operating elsewhere in Venezuela. The 
line is being constructed for the Shell Caribbean Pe- 
troleum Company at a cost of about 200 million bolt 
vares (about US$60 million). 


Source: El Nacional, Caracas, Venezuela, September 


13, 1951. 


Argentina’s Agricultural Situation 

It is reported that the Argentine Government’s attempt 
to industrialize the country rapidly has caused serious 
difficulties in the agricultural sector of the economy. The 
cost of flour has been rising rapidly; beef, milk, cheese, 
and sugar have become scarce; and butter has almost 
completely disappeared from the market. 

The Government’s Trade Promotion Institute buys all 
major agricultural products from the farmers at fixed 
prices which are considerably below world prices of these 
products; in turn, the Government exports these products 
and uses the profits to promote development programs. 
Discrimination against farmers has resulted in a con- 
siderable contraction in the acreage under cultivation. In 
1940, all grain plantings totaled about 53 million acres; 
in 1950-51, they were about 40 million acres. Ten years 
ago more than 10 million tons of grain were exported in 
contrast to only about 3.4 million tons this year. 

The number of cattle slaughtered in 1951 may be less 
than 8 million head, although home consumption and 
export commitments would require more than 10 million. 
Under a recent agreement with Great Britain, Argentina 
promised to supply 230,000 tons of frozen and canned 
meat by next April. So far only about 88,000 tons have 
been shipped, and it is not clear how the Government 
can ship the agreed amounts. 

Source: The Wall Street Journal, New York, N. Y., 
September 29, 1951. 


Other Countries 
Australian 1951-52 Budget 
The national money income of Australia rose by 
£A800 million, or 35 per cent, in 1950-51. In his budget 
speech, the Australian Federal Treasurer stressed the 
gravity of the inflationary situation. He maintained that, 
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while the trouble may be attributed in part to the world 
inflationary movement, it is preponderantly of local origin. 
He rejected the idea of freezing prices and costs as afford- 
ing no real remedy. External forces may give some 
relief in 1951-52, when there is likely to be a significant 
import surplus. On the other hand, defense requirements 
must be given priority. The Government has already 
instituted monetary policies designed to check the growth 
of consumption and investment demand. But since the 
most effective action open to the Government is through 
the medium of the budget, provision has been made for a 
counter-inflationary budget surplus in 1951-52 (see this 
News Survey, Vol. IV, p. 32). 

Total expenditure in 1951-52 is estimated at £4927 
million, which is £A119 million more than in 1950-51. 
Of the increase, £A34 million is for defense services, 
which will cost in all £A182 million. Actual defense 
expenditure, excluding expenditure on the stockpile, will 
increase by £A52 million. Of the 1951-52 expenditure, 
£A33 million will be transferred to the strategic stores 
and equipment reserve. Payments to the States will 
absorb an additional £A33 million, and international 
development and relief a further £A8 million, principally 
on account of the Colombo Plan. On the other hand, 
expenditure on subsidies is to be reduced by £A8 mil- 
lion, to £A33 million, and administrative expenses are 
to be lowered by a reduction of 10,000 in the staffs of 
government departments. In the field of public works, 
where, according to the Treasurer, there is the greatest 
need for revision of current ideas, expenditure will be 
limited to £A106 million, an increase of only £A4 mil- 
lion over 1950-51. When allowance is made for increased 
costs, this implies a reduction in the volume of construc- 
tion undertaken. 

Total revenue is estimated at £A1,041.5 million, an 
increase of £A258 million over last year, of which £A160 
million will be raised by new taxes. Income tax pay- 
ments are to be increased by 10 per cent, and in view of 
the recent rapid increases in money income, the system 
whereby primary producers are taxed on a five-year 
average income is to be limited to the first £A4,000 of 
taxable income. The gain in revenue from the first of 
these two measures will be £A25 million, and from the 
second, £A47 million. Corporate taxes are to be increased, 
and advance payments will henceforth be made during 
the year in which the income is earned. Higher rates of 
indirect taxes—sales tax, customs, and excise—will yield 


a further £A59 million. 


The net result of these changes is to provide for a 
budget surplus of £A114.5 million. In 1950-51 there was 
a surplus of less than £A500,000. In that year, housing 
expenditure of £A25 million was financed out of loans, 
whereas in 1951-52 it will be met out of tax revenues. It 
is expected that part of the surplus will be used to take 
up loans issued for Commonwealth and State purposes, 
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since the extra-budgetary loan program of £A225 mil- 

lion (against £A165 million in 1950-51) is regarded as 

in excess of the market’s capacity. 

Source: Australian Embassy, Press Release of Budget 
Speech, Washington, D. C., September 26, 1951. 


South African Balance of Payments 
The rise in South African imports, which began early 
in 1950, continued through the second quarter of 1951, 
imports in that period being valued at £130 million. For 
the first half of the year, imports totaled £227 million 
and were nearly 80 per cent above the figure for the first 
half of 1950 and nearly 50 per cent more than the average 
rate for 1950. By far the larger part of the increase 
came from the non-dollar area. Exports declined slightly 
in the second quarter, but the half-year total of £145 
million was still well above the rate for earlier years. The 
rise in the current account deficit—from £5 million in the 
first quarter to £40 million in the second—consequent 
on these adverse trade movements was offset in part by 
an increase in private capital movements (including trade 
credits and errors and omissions) from £9 million to 
£20 million—the largest figure for any quarter since the 
last quarter of 1949. Drawings of £4 million in U.S. 
dollars under official loans were also made in the second 
quarter, reducing the drain on gold and foreign exchange 
holdings to £16 million. During the first quarter, there 
was no movement in total gold and exchange reserves. 
Source: South African Reserve Bank, Quarterly Bulletin 
of Statistics, Pretoria, Union of South Africa, 

September 1951. 


Cyprus Foreign Trade 

Cyprus exports increased from £8.1 million in 1949 to 
£11 million in 1950, and imports rose from £11 million to 
£13.5 million. The principal exports were minerals: 
copper concentrates, £1.7 million; copper pyrites, 
£287,000; and iron pyrites, £757,000. 
Source: Middle East Economist and Financial Service, 


Forest Hills, N. Y., August 1951. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Office of Public Relations 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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